
COMMONWEALTH OF KENTUCKY 0 
BEFORE THE PUBLIC S E R V I C E  COMMISSION 

I n  t h e  Matter of: 

CASE NO. 9488 AWUSTMENT OF RATES OF 1 
JOHNSON COUNTY WATER DISTRICT 1 

O R D E R  

On January 2, 1986, J o h n s o n  C o u n t y  Water D i s t r i c t  ( " J o h n e o n  

C o u n t y " )  a p p l i e d  f o r  a g e n e r a l  r a t e  i n c r e a s e  s e e k i n g  t o  i n c r e a s e  

its r e v e n u e s  by $165,838, a n  i n c r e a s e  of 7 7  p e r c e n t  i n  t o t a l  

r e v e n u e s  a n d  an  i n c r e a s e  t o  i t s  a v e r a g e  c u s t o m e r s '  b i l l s  ot 55 

p e r c e n t .  On March 12-15, members of t h e  Commiss ion ' s  s t a f f  

p e r f o r m e d  a l i m i t e d  a u d i t  of J o h n s o n  C o u n t y ' s  operations a n d  on 

May 27, 1986, i s s u e d  t h e i r  repor t  c o n t a i n i n g  f i n d i n g s  and  

recommendations. On J u n e  17, 1 9 8 6 ,  J o h n s o n  County responded to 

the staff report. On J u l y  14, 1986, t h e  Commiss ion  held a p u b l i c  

h e a r i n g  a t  i ts offices i n  F r a n k t o r t ,  K e n t u c k y ,  t o  f u r t h e r  c o n s i d e r  

Johnson C o u n t y ' s  a p p l i c a t i o n .  There were n o  i n t e r v e n o r s  t o  the 

p r o c e e d i n g .  

TEST PEHIOD 

Johnson C o u n t y  proposed a n d  t h e  Commission h a s  accepted t h e  

12-month period e n d i n g  September 30, 1985,  as the tes t  period i n  

t h i s  p r o c e e d i n g .  

REVENUE REQUIREMENTS -- 
The statt audit report c o n t a i n e d  s e v e r a l  r e c o m m e n d a t i o n s  

c o n c e r n i n g  the r a t e - m a k i n g  t r e a t m e n t  of J o h n s o n  C o u n t y ' e  proposed 

pro f o r m a  o p e r a t i n g  e x p e n s e s  a n d  d e t e r m i n e d  J o h n s o n  C o u n t y ' s  I 



r e v e n u e  r e q u i r e m e n t  t o  be $252,323, a n  increase of $36,476 a b o v e  

J o h n s o n  C o u n t y ' s  n o r m a l i z e d  t e s t  p e r i o d  r e v e n u e s .  T h e s e  

r e c o m m e n d a t i o n s  were accepted by J o h n s o n  C o u n t y  i n  i ts  response 

f i l e d  J u n e  1 7 ,  1986. However, J o h n s o n  Coun ty  e x p r e s s e d  concerns 

a b o u t  its a b i l i t y  to  p a y  t h e  d i s p u t e d  amount  owed t o  t h e  C i t y  ot 

P a i n t s v i l l e ,  a p p r o x i m a t e l y  $60,000 .' T h i s  claim w a s  disallowed i n  

t h e  s t a f f  report  s i n c e  t h e  amount  w a s  and  c u r r e n t l y  s t i l l  is i n  

d i s p u t e  a n d  a t  least  p a r t  of t h e  d e b t  c a n  b e  a t t r i b u t e d  t o  

excessive l i n e  1 0 ~ s . ~  The Commission is aware t h a t  J o h n s o n  County  

w i l l  e v e n t u a l l y  o w e  s o m e t h i n g  t o  P a i n t s v i l l e ;  however ,  u n t i l  s u c h  

t i m e  as t h e  amount  is known, n o  a d d i t i o n a l  r e v e n u e s  w i l l  be 

al lowed €or i t s  r e t i r e m e n t .  When t h e  n e g o t i a t i o n s  b e t w e e n  

P a i n t s v i l l e  and  J o h n s o n  Coun ty  h a v e  b e e n  c o n c l u d e d  a n d  t h e  

a c c u r a c y  of P a i n t s v i l l e ' s  master meter h a s  b e e n  r e s o l v e d ,  t h e  

Commission w i l l  p e r m i t  J o h n s o n  County  t o  make a limited tiling for 

t h e  s p e c i f i c  p u r p o s e  of d e t e r m i n i n g  t h e  l e v e l  of d e b t  to  be borne 

by t h e  r a t e p a y e r s .  

J o h n s o n  C o u n t y  a l s o  c o n t e s t e d  t h e  s t a f f  report 's  d i s a l l o w a n c e  

of d e p r e c i a t i o n  o n  c o n t r i b u t e d  p r o p e r t y  f o r  r a t e - m a k i n g  purposes  

b u t  p r e s e n t e d  no e v i d e n c e  to p e r s u a d e  t h e  Commission t o  depa r t  

f r o m  its l o n g s t a n d i n g  p r a c t i c e .  Therefore, t h e  Commission f i n d s  

t h e  r e c o m m e n d a t i o n s  c o n t a i n e d  i n  t h e  s t a f f  r e p o r t  r e a s o n a b l e  and  

g r a n t s  Johnson  Coun ty  a n  i n c r e a s e  i n  its rates and c h a r g e s  of 

$36,476 o n  an a n n u a l  b a s i s .  

' Responee  to  S t a f f  A u d i t  R e p o r t  f i l e d  J u n e  1 7 ,  1986.  
* S t a f f  A u d i t  R e p o r t ,  pages 4-6. 
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RATE DESIGN 

J o h n s o n  C o u n t y ' s  c u r r e n t  rate d e s i g n  c o n t a i n s  t h r e e  ra te  

steps c o n s i s t i n g  of a minimum u s a g e  a l l o w a n c e  of 3,000 g a l l o n s ,  a 

rate for  t h e  n e x t  3,000 g a l l o n s ,  and  a ra te  for  a l l  u s a g e  i n  

e x c e s s  of 6 , 0 0 0  g a l l o n s .  

J o h n s o n  C o u n t y  p ropsed  t o  c h a n g e  its rate d e s i g n  by a l l o w i n g  

for a minimum u s a g e  of 2 , 0 0 0  g a l l o n s  a n d  a f l a t  rate f o r  a l l  u s a g e  

i n  excess of 2 , 0 0 0  g a l l o n s .  I n  s u p p o r t  of t h e  proposed c h a n g e  

Johnson County  s t a t ed  t h a t ,  i n  a d d i t i o n  t o  c o n s e r v a t i o n  a n d  

simplicity i n  billing, the proposed rate  design w o u l d  allow it to 

i n c r e a s e  r e v e n u e s  w i t h o u t  p e n a l i z i n g  f i x e d  income i n d i v i d u a l s .  

A f t e r  r e v i e w i n g  t h e  proposed ra te  d e s i g n  t h e  Commission 

d e t e r m i n e d  t h a t  s i n c e  Johnson C o u n t y  u s e s  a c o m p u t e r  to  d e t e r m i n e  

each c u s t o m e r ' s  b i l l ,  t h e  e l i m i n a t i o n  of o n e  s t e p  i n  its rate  

d e s i g n  w i l l  n o t  s i m p l i f y  t h e  b i l l i n g  process. 

The  Commission is ot t h e  o p i n i o n  t h a t  l a rge  volume users are 

g e n e r a l l y  less c o s t l y  to s e r v e  o n  t h e  b a s i s  of t h e  volume u s e d  per 

c o n n e c t i o n  and  t h a t  J o h n s o n  C o u n t y ' s  i n c r e a s e  s h o u l d  be s p r e a d  

among i t s  p r e s e n t  rate s teps  i n  a m o r e  e q u i t a b l e  manner .  I n  

a d d i t i o n ,  t h e  Commission n o t e s  t h a t  t h e  p r e s e n t  r a t e  d e s i g n  more 

c l o s e l y  f o l l o w s  t h e  u s a g e  p a t t e r n s  of J o h n s o n  C o u n t y ' s  c u s t o m e r s  

a n d  allows a more e q u i t a b l e  d i s t r i b u t i o n  of t h e  i n c r e a s e  g r a n t e d  

h e r e  i n . 
The Commission is, t h e r e t o r e ,  of t h e  o p i n i o n  t h a t  t h e  

proposed c h a n g e  i n  r a t e  d e s i g n  s h o u l d  be d e n i e d .  
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IT IS THEREFORE ORDERED THAT: 

1 .  The rates and c h a r g e s  proposed by Johnson County are 

hereby d e n i e d  upon a p p l i c a t i o n  of K R S  2 7 8 . 0 3 0 .  

2 .  The r a t e s  and c h a r g e s  i n  Appendix A are the f a i r ,  just 

and r e a s o n a b l e  rates and charges to be charged by Johnson County 

for water s e r v i c e  rendered  on and a f t e r  the d a t e  of this Order .  

3 .  upon t h e  c o n c l u s i o n  of n e g o t i a t i o n s  with P a i n t s v i l l e ,  

Johnson County s h a l l  make a f i l i n g  with t h e  Commission to 

d e t e r m i n e  the l e v e l  of debt to be b o r n e  by the ratepayers. 

Done a t  F r a n k f o r t ,  Kentucky,  t h i s  22nd day Of AUgUSt, 1986. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

Executive Director 



APPENDIX A 

APPENDIX TO AN ORDER OF THE PUBLIC S E R V I C E  COMMISSION 
IN CASE NO. 9488 DATED 22, 1986. 

The f o l l o w i n g  r a t e s  and c h a r g e s  a r e  p r e s c r i b e d  for  t h e  

customers i n  the area s e r v e d  by t h e  Johnson County Water D f s t r f c t .  

A l l  other rates and c h a r g e s  n o t  s p e c i f i c a l l y  ment ioned  h e r e i n  

s h a l l  remain t h e  same as t h o s e  i n  effect under a u t h o r i t y  of t h e  

Commission prior to t h e  e f f e c t i v e  d a t e  of this Order. 

Ratear Monthly - 
F i r s t  3 , 0 0 0  g a l l o n s  
Next  3 ,000  gallons 
Over 6,000 gallons 

$ 1 3 . 7 5  Minimum B i l l  
3 . 5 0  per 1,000 gallons 
2 . 6 5  per lrOOO gallons 


